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The conceptual framework for understanding the logical Internet is based on the construc-
tion of a horizontal, layered architecture, which differentiates between physical-, data
link-, network-, transport-, and application layers (Woodard and Baldwin, 2008). This is
different from the telecommunication networks model where a new service traditionally
used to require new network architecture to be established (Yoo, 2012). However, the
digitalization of services and products offered over the telecom infrastructure allows us
to observe an emergent phenomenon of increased vertical integration on the Internet as
well as the creation of further service specialization opportunities for telecom operators
and users (Liebenau et al., 2011). We propose in this paper that this development and
change in the way services are provided, leads to a new type of Internet – an addition to
the current best effort Internet.
We illustrate our proposition by presenting the case study of the Internet in Norway,

analysing 166 of the approximately 40.000 independent AS numbers registered worldwide
as catering for end-to-end services. The paper categorizes the Norwegian AS numbers
according to size and type of services. Through our analyses two major groups of actors
can be identified, each of them seeking to gain strategic advantage from the current
Internet traffic growth:
(1) Content providers and hosts seek to have a highly reliable network access with a

minimal set of traffic or transmission costs. One action is to acquire AS numbers and use
settlement-free peering agreements for distribution of their traffic, which is possible in
traffic exchange regimes rooted in symmetry, slowly becoming asymmetric;
(2) Internet access providers (IAPs) seek to take control over incoming traffic growth by

hosting content within their own network and thereby to rebalance traffic and create new
revenue streams with content hosting and premium end-to-end connection on-net. Our
findings support the hypothesis that Internet is becoming both more vertically integrated
and converged, and more specialized or modularized (Clark et al., 2004).

� 2015 Elsevier Ltd. All rights reserved.
watch.no

format.

http://dx.doi.org/10.1016/j.tele.2015.08.011
mailto:hanne-k.hallingby@telenor.com
mailto:gjermund.hartviksen@telenor.com
mailto:gjermund.hartviksen@barentswatch.no
mailto:s.m.elaluf-calderwood@lse.ac.uk
mailto:c.sorensen@lse.ac.uk
http://dx.doi.org/10.1016/j.tele.2015.08.011
http://www.sciencedirect.com/science/journal/07365853
http://www.elsevier.com/locate/tele
http://dx.doi.org/10.1016/j.tele.2015.08.011


2 H.K. Hallingby et al. / Telematics and Informatics xxx (2015) xxx–xxx
1. Introduction

The motivation of this research is to provide further insight on the changes happening to the overall Internet and the local
Internet through the study of the changes on the autonomous system (AS) number distribution in Norway. An AS is a con-
nected group of one or more IP prefixes run by one or more network operators, which has a single and clearly defined routing
policy (Hawkinson and Bates, 1996). In recent years a number of people and organizations involved in the monitoring of the
Internet (Bauer et al., 2010; Claffy, 2011a; Shakkottai et al., 2009) have reflected on the changes leading to the emergence of
Internet walled gardens (Zittrain, 2008), modular Internet (Voss and Hsuan, 2009; Clark et al., 2004), new stakeholders such
as over the top services (OTT) etc. A number of socio-technical characteristics (e.g. new service provisioning, new business
models and consumer demands, etc.) signal for a clear change to the established logical Internet topology known as ‘‘best
effort” or the layered model (Labovitz et al., 2010; Woodard and Baldwin, 2008).

The many Internet bystanders observe the trends that the traffic increases, the mobility of the users’ access to Internet
services increases (as opposite to the fixed access to the Internet from the early stages of development), as well as conscious-
ness of the quality of service provision and measurement required to satisfy such demand (Meeker, 2012; Sandvine, 2011).
The pressure on the Internet telecom providers is coming from the digitalization of products and subsequent opportunities
for convergence in the whole value chain. In the first instance the emergence of an OTT service like Skype’s Voice over IP
(VOIP) have put telecom operators in direct strain due to their competition effect on the traditional telecom revenue streams
(Herzhoff, 2011). Later the OTT phenomenon brought many new players such as Netflix and other Internet TV services
suppliers, and together with the experience of YouTube they have created even more demand for bandwidth from the
Internet core (Breznick, 2011).

These changes are producing conditions and strategies for commercial and network convergence enabling business inte-
gration of many Internet stakeholders (e.g. Cable providers as ISPs and media transport and content creators). The aspect that
users are exposed to digital services enabling ‘‘live” experiences which are bandwidth hungry (e.g. multimodal digital inte-
gration and distribution of services in real time) and the rise of software platforms exclusively for digital services (e.g. Apple,
Google, advertisement), promote new innovation and pricing structures. Software providers – whether they are Microsoft,
SAP or Oracle or local SW providers – are slowly starting to distribute digitalized services over the Internet relying on cloud
or network hubs. However we have not yet seen how large the cloud computing industry will grow (Yoo, 2012, 2011), and if
they will be able to provide the capacity, quality performance and security that users require. As a result of these trends and
changes, new business models for the Internet and the Telco industry may imply that digital services are provided with
predictable performance in more than one layer as composed services based on their functionality (Liebenau et al., 2011).

How do we transfer these trends to understand, at a more local level, what is happening to the Internet and develop the
case for discussing a new type of Internet? In the first instance we show the existence of a Norwegian Internet that is local-
ized, providing services that generate demand and supply dynamics. The Norwegian Internet case study does matter to
understand what is happening to the overall Internet. Norway, due to its advanced status from a technological and societal
point of view, has the data resources to provide a full comprehensive map of its Internet – which is not the case with many
other countries in the world.

On the other hand we have been able to identify the formation of hubs of companies using AS numbers as a way to
improve their opportunities to offer digital services within the Norwegian community. Hence the analysis presented in this
document using the AS numbers identifying enterprise strategies is not only relevant but also novel in its approach to the
study of the Internet.
2. Related research

The measuring of the Internet growth and expansion has been undertaken since the start of the Internet and the moni-
toring tools and protocols are not standardized (Claffy et al., 2009). Since its creation and due to the original purpose of the
Internet – primarily designed as a military command communication tool for a dystopian post-nuclear future – the moni-
toring (e.g. systems, protocols) has always existed. The principles of load balancing and equilibrium peering and the close
attention from Regional Internet Registries (RIR), are the foundations of such monitoring (Jasinska, 2006; Sowell, 2012).
Additionally technical reports on traffic from major vendors such as Cisco, or backbone providers such as Akamai provide
interesting insightful ideas on the total volume of traffic in the Internet (e.g. Cisco, 2011, 2012).

The commercial Internet, which has been accelerated by the increased convergence of digital services with the use of the
physical infrastructure, requires intelligent tools to monitor what is actually happening as trends. Many of the tools used
either focus on the traffic monitoring only, or rely on one or two main sources of information (e.g. broadband connections
vs. mobile connections (Cisco, 2011; Luzi, 2009)), while others only focus on the quality of service (e.g. the majority of the
IPTV reports (Breznick, 2011; Steen, 2012)). Complex issues on the role competition and regulation tussles with the study of
demands are novel aspects to be revised in the near future by researchers (Krauss, 2009).

However the data already available report permanent increases of traffic and analyses indicate a trend for further growth.
The literature review for this paper revealed many traffic studies done by institutions such as MIT, CAIDA, etc. or sourced
from specialized conferences in the field such as SIGCOMM on related issues (Ager et al., 2012), which give a partial view
on the emergence of the issues described in the introduction of this paper. The different studies revised are partly
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conceptual, partly empirical and often interpreted in a policy or regulatory context. In the case of Norway, the traffic data and
subscription data strongly support the traffic trends as identified from the global available data (NPT, 2011).

However the innovative approach to understand the actual changes to the Internet is to look at the core of traffic load, and
the changing balance on the traffic relationships (Claffy, 2011b; Clark et al., 2011; Labovitz et al., 2010; Steen, 2012;
Shakkottai et al., 2009). Fig. 1 implicitly assumes that holders of AS numbers in Internet are ‘‘network operators” at the lower
layers, and has then re-layered them into a hierarchy based on geography.

Fig. 2 illustrates how holders of AS numbers more and more seem to be actors on all Internet layers; network, content and
services, hosts etc. It is a trend observed at both the global and regional level, and can be read as a change from a strict hier-
archical routing to a more flattened routing characterized by both public and private peering. Hence both the traditional
Internet layers as well as the geographical hierarchy are at play.

The issue of this paper is how companies are dealing with rebalancing the control of traffic routing; i.e. among companies
at the core of the backbone of the Internet; regional and local access providers, and content providers and hosts. This effect is
analysed in the case study described below. We find the presence of emerging new topologies such as AS numbers special-
ized on the service level as well as on the network level, and AS numbers seeming to vertically integrate different layers due
to functional requirements such as quality performance, privacy requirements etc. These represent respectively a specializa-
tion and modularization of Internet, and a vertical integration across the layered Internet, which may be understood as a
modularization along QoS requirements. We also observe a vital regional Internet topology co-existing with the 3-tiered
model. The observations capture both patterns that we suspect are in their infancy as well as more mature.
3. The case study and methods

As explained in the introduction this research is a study of the Internet, limiting it to data from Norway. And we can con-
clusively say that there is a Norwegian Internet. The original purpose of the study aimed to focus on an Internet subgroup,
potentially limiting it to Norway, but without knowing if such a phenomenon existed. Furthermore, the researchers did not
know if they could find data on Norwegian Internet actors and the quality of the data. Our enquiries have shown that the
Norwegian Internet is quite significant, in the sense that we find many local actors interacting locally. This is despite the fact
that Norway in general is a very open economy resting on global industries such as oil, energy and fishery industries.

The study comprises two phases, each of which has used different looking glasses into the Internet economy of Norway as
described below:

In the first phase we addressed AS numbers as the objects of research to identify and understand the actors of Internet. An
AS number is a unique identifier of a collection of connected Internet Protocol (IP) routing prefixes under the control of one
or more network operators that presents a common, clearly defined routing policy to the Internet. ASs are also assigned to
juridical entities and due to a public assignment regime (Faratin et al., 2007). One organization might have more than one AS,
but for the majority there is a one-to-one relationship between AS and organization. The ASs were identified through several
different sources, and filtered down to a Norwegian list. All ASs have some kind of relationships to one or more adjacent ASs,
and they are the basic actors for activity in Internet.

The relationships between the ASs were our next research object; of course the peering relationships but also customer-
provider relationships, ownership and alliances. Then we identified potential resources and allocated them to the ASs;
domains, websites and access customers. We further categorized them according to the type of business they were into,
Fig. 1. Traditional Internet logical topology. Sourced from Labovitz et al. (2010).
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Fig. 2. Emerging new Internet logical topology. Sourced from Labovitz et al. (2010).
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and also identified the size of the revenues. Based on this we looked for patterns that could tell us something about the
working mechanisms of the connected system they make up. The data has not been easily available. However, limited to
Norway we have used our knowledge about the Norwegian Internet industry to qualify that we cover a substantial share
of the Norwegian Internet. This first phase motivated us to look further into the IT industry active in the Norwegian Internet,
as about one third of the holders of ASs were IT enterprises.

In the second phase we used available data from public sources in Norway, filtering out the relevant IT enterprises
through applicable NACE categories. Hence the research object was the IT enterprise. The records are available with
additional information such as revenues, number of employees etc. We started adding information to the records, first by
denoting if they were of Norwegian or foreign origin and possessed an AS number.

So far we have analysed only the Norwegian enterprises in detail. We chose to look further into two groups; those IT
enterprises that possessed an AS and those with revenues higher than NOK 50M (about USD 8,5M) in 2010, resulting in
the sample in Table 1. Even with this delimitation we covered a large share of the total Norwegian IT industry, namely
86%. We coded the IT enterprises in our dataset according to certain characteristics, starting by forming an idea of the type
of IT services they were providing. We have also looked into end-users and customers (those who are paying for the
services).

The end-users have been coded according to whether they are open or closed user groups. Typically open user groups use
open services with potentially many users interchanging with anyone (e.g. social networks). Closed user groups use services
where some authority decides who are allowed to have access and use the service (e.g. accounting software). The structure of
customer relationships has been denoted according to whether the IT enterprise has a direct relationship to end-users or
rather as a subcontractor to the party with direct relationship to the end-user. We have also considered the level of sharing
of hosting resources; whether they are public, semi-public or fully private. This categorizing was inspired by Forrester’s
Cloud Computing Taxonomy, which has become an industry standard for denoting types of hosting (Ried, 2012).

In addition we have denoted whether the IT enterprises are retailers, or develop their own software. We further identified
if they provide Internet access, and if they possess their own physical network. Based on this systematic tagging of the
different enterprises we were able to distinguish between five main categories of IT enterprises, providing a deeper under-
standing of the business and their motivations as actors in the Internet economy.
4. Main findings

4.1. The case for the existence of the Norwegian Internet

Through our coding methodology we have identified 166 Norwegian ASs, belonging to 157 organizations. A first analysis
revealed, as shown in Table 2, that only about one third is what we call traditional Internet access providers (IAPs), or often
Table 1
The IT industry population in Norway and sample drawn for case, 2010.

Total IT industry population in Norway 2010 IT industry sample Sample percentage of total (%)

Enterprises 9829 258 3
Revenues mill NOK/USDa 74,107/12,654 63,490/10,841 86

a Convertion rate NOK/USD as of 31.12.10 was 58,564, http://www.norges-bank.no/en/Statistics/exchange_rates/currency/ (last visited 13.01.15).
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called Internet Service providers (ISPs). Another third is a mixed group with e.g. private wide area networks, content provi-
ders and private or public initiatives. The final third is enterprises that we categorize into the IT industry, anything from IT
outsourcing to software as a service and other types of Internet applications.

Our expectations to the number of IAPs holding AS numbers were somewhat lower than the identified one third of 166
Norwegian ASs. One reason is that the size of the population of Norway (around 5 million) should indicate a relatively lower
number. Another reason for our expectations is that 80–100% of respectively the fixed and mobile broadband market in
Norway is dominated by only 10–20 enterprises (NPT, 2012). In the same way, the number of ASs not being IAPs was also
unexpectedly high. However, we did expect to find that some IT enterprises have started to route their own traffic.

Holding about one third of the total Norwegian ASs, the IT industry holds a significant share of the Norwegian Internet.
Some of these IT enterprises provide access included in their IT offering, but many do not. These enterprises use autonomous
system numbers to route their own traffic into the Internet, and make their services efficiently available for their end-users.
Hence, these facts about the constitution of Internet enhance our understanding of Internet not only as an access network
but also a distribution network for the IT industry. We know that the IT industry in Norway has outgrown the telecommu-
nication industry, and is growing at a higher pace. The comparison is an analysis of data on enterprises within relevant NACE
codes sourced from the Statistics Norway (2012). This reinforces the significance of the new emergent constitution of the
Norwegian Internet.

The large IAPs are mostly incumbents, or originally Norwegian currently with Nordic owners. The IT enterprises with AS
numbers are mostly Norwegian, and a few Nordic with strong Norwegian operations. Looking at the revenues in the IT indus-
try as a whole, two thirds of the enterprises are Norwegian, and the rest is large foreign enterprises typically providing SW or
SW implementation and consulting. Of course, including the total numbers of IT actors, Norwegian SMEs outnumber foreign
enterprises. The large foreign IT enterprises have an AS number from their origin country covering their requirements. The
Norwegian AS numbers are linked up to the global Internet through a handful of important international actors (Tier 1s) such
as Level 3 and TeliaSonera.

There are some limitations to the findings in our study. The ability to generalize is restricted although we believe that the
findings are still interesting and may illuminate the market situation also in other regions. The validity of the variables
chosen – such as control and distribution of domains as an indication of strategy direction – will need to be further refined.
In addition, the data are based on publically available data and especially private peering agreements are hidden from us
(Ager et al., 2012). All in all we still believe that our rich and qualitatively oriented approach give deep and broad insight
into the issues discussed.

4.2. Modularization of Norwegian autonomous systems

Within the Norwegian AS numbers, the 166 different ASs seem to prefer transit to – or peering with – a few ASs, making
these ASs hubs in the Internet. The tendency to being hubs for other Internet actors was reinforced by how domains and
enterprises in the IT industry not having their own AS numbers, were distributed among the hubs. In parallel it was a clear
tendency that some IAPs were only access providers. They are to a small degree providing transit (in the sense of access
to content providers), hosting neither small nor high-volume domains or connecting the IT industry. This latter group are
so called Eyeball ISPs (Hall et al., 2011). We do not fully adhere to the tail ISP and the expectation this abbreviation raise,
but acknowledge the established vocabulary within the community.

The hubs, which turned out to originally being both IAPs and IT enterprises, seemed to have large activity with regards to
transit and hosting. Depending on whether or not they provide access, they fall into the categories denoted Balanced or
Hosting ISPs (Hall et al., 2011). The tendency to form hubs was further reinforced by the ownerships and alliances connecting
the ASs. The Balanced ISPs were clearly positioned to host application and services within their AS routing domain, thus
providing Internet access customers with intra AS routing to these services.

The ASs we may call Hosting ISPs were those most hidden to our – and our community’s – general knowledge. Their
critical position as hosts for many large society and business mission critical services, the active peering policies and source
of Internet traffic has been revealed. Again they are Norwegian, and based on this we induce that being close to access
subscribers and networks is necessary for this type of actors. This is reinforced by the fact that we find very few large
Norwegian Websites and providers of services over the Internet that host their services with non-Norwegian actors, i.e.
Amazon is not common as a host in the Norwegian market.
Table 2
Population of 157 AS holders in Norway.

Main types of organizations holding
ASs

Numbers
(157)

Examples of organizations holding ASs

Internet access providers 48 Small and large Internet access/service providers
IT industry 57 IT management services, Internet hosting, basic hosting, ‘‘Anything” as a service (XaaS)
Mixed group 52 Corporate wide area networks, video conference, VoIP, financial services, content

providers

Please cite this article in press as: Hallingby, H.K., et al. Convergence in action: A case study of the Norwegian Internet. Telemat. Informat.
(2015), http://dx.doi.org/10.1016/j.tele.2015.08.011

http://dx.doi.org/10.1016/j.tele.2015.08.011


6 H.K. Hallingby et al. / Telematics and Informatics xxx (2015) xxx–xxx
Based on a more thorough analysis of the different Norwegian ASs it is possible to establish four arch types along two
dimensions (see Table 1); (1) providing Internet access – or not, and (2) providing hosting of domains, websites etc. – or
not. Three of these arch types are in accordance with the ISP types mentioned above; the Eyeball, Balanced and Hosting
ISP. In addition we have identified one arch type that neither provides access nor hosts anything but its own content; the
Content, Application and Service (CAS) provider. Table 3 shows how 104 ASs are distributed quite evenly between the four
arch types, with the pure IAP category as the least populated. Note however that the IAP arche type is a relatively large group
when it comes to revenues since the traditional telecommunication actors populate it. 62 ASs are not included due to reasons
such as organizations holding multiple ASs, acquisitions, bankruptcy, and inactivity.

A further look into the arch types reveals that they differ in many ways, e.g. customers, end-users, products and services,
and revenue models. They have all different challenges in a changing and dynamic market, but share an interest in estab-
lishing revenue models that can carry the belonging costs. They also share the risk of ending up carrying an unfair share
of the Internet costs: capacity, quality, connection and hosting. A higher growth in the large IT industry and the stagnating
Telecommunication and Publishing market are important underlying forces leading to the dynamics in the market and
between the arch types. Behind these dynamics is the increased demand for network capacity, especially due to the rise
in video consumption. This is something described in available traffic data trends reports (Cisco, 2012; ITU, 2011;
Sandvine, 2011). One solution – forced on many traditional ISPs – has been to become significantly more cost efficient,
but this is not a sustainable situation.

In the arch types and the dynamics between them we can read at least two strategies that may generalize into more basic
shifts of Internet. On one side we may see a shift to an even more modular (compressing one or more layers) Internet in the
sense that the specialization becomes explicit (Lessig, 2001). The layered Internet implicitly understands the ASs as a
homogenous group that controls the physical Internet and access at the bottom of a hierarchy. On top of this is the content
consumed in Internet, which is supposed to freely flow end-to-end through the physical and logical network layer. The
dynamics caused by risks with costs and revenue balance may drive autonomous system numbers into specializing on access
and content respectively, i.e. the Eyeball and Hosting ISP (and possibly the CAS provider).

However, they share a mutual motivation to cover the costs, and find a simple interface to allocate both costs and rev-
enues to the best of both parts. This means to move away from the settlement free peering agreements, to agreements
between ASs that incorporate the costs through some type of paid peering, see also (NPT, 2011). Such agreements will
necessarily have implications for both types of AS customers, and seem already to exist on a regional level between lower
tier AS numbers, using global tier 1 actors for global activity.

On the other hand we may see increased vertical integration in the form of ASs handling the risk factors by internalizing
the source of the challenge, across the layered Internet. This is where we speak of the Internet becomingmore modular in the
form of vertical integration, through bypassing the independent layers of Internet. Typically this will mean that an IAP starts
providing co-location and later hosting of content and websites and -applications. Or the other way around, the provider of
hosting services includes Internet access in its product portfolio.

Both types of shifts are more likely to happen in a more local market, with higher demands for more predictable network
quality of service (QoS), and semi-closed user groups. We have already argued that the first requirement is in place. A more
local market will retain the competitive advantage of local actors, confronted with global competition. Based on our analyses
of the Norwegian IT industry we find that there is reason to believe that the latter two requirements also hold. With regards
to QoS and closed user groups this has so far been taken care of by MPLS protocols in virtual networks between enterprises
(Yoo, 2012). Otherwise best effort and the ability to connect with whom and what you need has been within the Internet
context, including a global connectivity. However, with increasing traffic and more mission critical services provided over
the Internet this might require changed contexts, especially for the business critical services.

4.3. Modularization of the Norwegian IT industry

The finding that one third of the ASs in Norway can be categorized into the IT industry attracted our curiosity, alongside
the need to find out more about demand for QoS and different user groups. We will see that the analysis of this industry
further confirms observation of the strategic behaviour that leads to an increasingly modular Internet. In general the IT
industry (IT industry, not including hardware neither telecommunication) has grown at a higher rate in Norway in the period
2003–11 than the telecommunication industry, 8.7% compared to 2.6% (results from the analysis of data from Norwegian
Census Bureau (Faratin et al., 2007)). In 2007 the IT industry bypassed telecom and is by 2011 about 30% larger. With this
tremendous growth as a background we observe that the IT industry by 2011 possessed a large proportion of the Internet
resource autonomous systems – the details are found in Table 6.
Table 3
Categorization of holders of 104 AS numbers.

Hosting domains/websites for 3rd party No hosting

End-user access IAP and hosting (balanced ISP) 24 Internet access provider (IAP) (Eyeball ISP) 12
No end-user access Hosting (hosting ISP) 40 Content, Application, Service (CAS) 28
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Table 4
The sample of 258 firms in the IT industry in Norway (2010).

No. firms Revenues mill USDa No. firms
% of total

Revenues
% of total

Foreign firms 69 3587 27 33
Consulting 28 792 11 7
IT operations 40 2901 16 27
IT services 61 2168 24 20
Internet operations 21 538 8 5
Internet services 39 855 15 8

Total sample 258 10,841 100 100

For the sake of clarity, the table shows revenues only in USD.
a Ibid.

Table 5
Categorization of network dependent IT enterprises.

Predefined, closed user groups Open self-services

Software (CAS) development IT services (61) Internet services (39)
Software (CAS) operation IT operations (40) Internet operations (21)

Table 6
The four arche type in the IT industry and their actual and relative possession of AS numbers.

Arche type No. Rev. mill USDa AS nr. No. % Rev. mill USD %

IT operations 40 2901 Yes 28 70 1923 66
No 12 30 979 34

IT services 61 2168 Yes 5 8 882 41
No 56 92 1286 59

Internet operations 21 538 Yes 17 81 419 78
No 4 19 119 22

Internet services 39 855 Yes 11 28 207 24
No 28 72 648 76

Total 161 6462 161 6462

a Ibid.
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Our sample of 258 IT enterprises constitutes 86% of the total IT market in Norway. This constitutes NOK 63.489M – or USD
10,841M as shown in Table 4. Included in this is 69 international enterprises accounting for one third of the total market.
However, these international enterprises were not included in the coding and analyses. According to NACE codes, the iden-
tified international firms with business in Norway seem to be about software development and consulting, i.e. fewer deliv-
ering operating services. Based on the Norwegian firms in our sample we identified five main categories of IT enterprises.
One of them is Consulting companies, i.e. 28 companies focusing on adaption and implementation of software. They do
not tend to possess AS numbers and are less network dependent, and hence out of our focus on network QoS and closed user
groups. The other four categories that we analyse further are characterized by whether they develop or operate software, and
whether they deliver their services to predefined (by others), closed user groups, or as open self-services (Table 5). In addi-
tion we observe how they differ according to whether they are wholesale enterprises or retailers with a direct customer rela-
tionship to their end-users; so called business-to-business, or business-to-business-to-business/consumer. Enterprises such
as Google and Facebook are not included in our analyses, as they are not reporting revenues in the Norwegian market. Of
course these enterprises are large also in Norway, both when it comes to popularity and traffic, but out of scope in this study.

The enterprises that deliver they services to predefined, closed user groups are split in two subgroups; the ones –
IT services – that develop software themselves (and other types of applications and services); and those – IT operations – who
do not develop services software, but typically operate standard software (both large as Microsoft and smaller, local software
providers) on behalf of an enterprise which is their customer.

The latter group is often a retailer for the former and has an intimate and direct customer relationship to the end-user.
The customer has typically outsourced its IT function to the IT operations. The IT services may also have direct customer rela-
tionship and operate themselves. The on-going development towards providing software as a service (cloud computing)
increases the opportunity to bypass the retailer – i.e. the IT operations. These two categories are the traditional actors in
the IT industry, and in our data the oldest and most consolidated segments. Obviously, the software and applications
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operated by either the IT services or IT operations will be providing mission critical services over Internet to customers that
need to keep control of access. For the call-centres using software delivered as a service, outages and delays when talking to a
customer are not acceptable. Hence network QoS parameters such as redundancy and low latency to predefined users are
critical. We observe that the IT operations tend to hold autonomous system numbers more often than the IT services, as
shown in Table 6. This might be both a signal of the strong role they have had as the actor ensuring service delivery, and
of the position they intend to build in this field. However, Table 6 also shows that a larger share of the revenues among
the IT Services firms come from those having AS numbers; this could be an indication of how larger IT Services firms choose
to control Internet resources themselves.

The typical Internet companies are often perceived as providing open self-service content, applications and services, but
also here we see that there are two subgroups; the Internet services and the Internet operations. The category Internet services
is characterized by providers that have developed the services themselves, offering it to end-users on a self-service basis
with little service access restrictions. The Internet operations typically operate the services on behalf of the former category.
They are a wholesaler, and truly a business-to-business-to-business/consumer enterprise. Neither the Internet services nor
Internet operations adhere to the same requirements on network QoS as the IT services/operations, but are based on the best
effort regime of Internet. However, the Internet operations which run services on behalf of another enterprise hold
autonomous system numbers to a larger degree; 81% hold AS numbers compared to only 28% of Internet services. This seems
to be a part of the professional role they intend to play, efficiently connecting end-users and services.

While the IT operations is a retailer, the Internet operations has a wholesale role in Internet, however they both represent a
form of specialization based in being close to the users on respectively the sales and delivery side, and the pure delivery side.
The IT operations’ position is threatened by being by-passed by IT services that prefer to sell and deliver directly to the cus-
tomer themselves, internalizing such processes, and possessing the Internet resource AS numbers themselves. The Internet
concepts of delivering software as a service and self-service opportunities increase this threat. Hence there are strong
converging forces that may lead to an Internet more specialized and modularized according to the Internet layers. On the
other hand we observe that the typical Internet service provider tends to outsource the operation of the service to specialized
Internet operators where the operations are locally based, i.e. another form of re-specialization and modularization of
Internet. In the long run, the degree to which a local sales force close to customers, and operations close to local access
networks are needed, will decide the speed and degree of this convergence and re-specialization. Also within this field
we observe convergence and modularity both in the form of internalizing of processes formerly handled externally, i.e.
vertical integration, and specialization leading to modularity in the form of separate individual complex actors with accepted
and sustainable business interfaces.

5. Summary and conclusions

From this study we can affirm that the dynamics at the core of Internet lead to (at least) two new type of actors: content
providers and hosts, and IAPs that also may host content. This finding confirms that there is a specialization and modular-
ization of the Internet. Additionally we can say that services are convergent, more vertically integrated in the new Internet,
across all layers which may be understood as a modularization along QoS network requirements. This happens at a local
level within Norway. We have further found that currently many Internet and IT services are hosted locally, i.e. the delivery
of these services to end-users is taken care of by local hosts in either of the two categories. The delivery takes form as the
well-known retail relationship model, or a wholesale model which is a less described concept. Especially the retail model is
exposed to QoS requirements. Thus, we argue that there will be a need for network QoS, as a result of the increased provi-
sioning of mission critical software as a service. Even providing services based on best effort Internet may require some
assurance of network quality. As long as such quality requires local presence in some way, we may see more of the different
forms of modularity in a local market – either as vertical integrated units or further specialization.

We provide an insight into Internet through a descriptive analysis of the status in Norway. Our empirical data indicate the
emergence of a different Internet than generally assumed, and may serve as a meaningful contribution to discussion on both
predictions and guidance for the way further. However this is just the beginning of a new Internet era which requires further
research in order to understand the relationships between the AS number holders and their partners.
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